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Information Request AG-3-5

Refer to Exhibit NSTAR-RBH-6 and NSTAR-GOL-2 (and supporting exhibits). Please
recompute the NPV Savings assuming the Pittsfield plant produced electricity based on
an average capacity factor of 90%. Provide all supporting calculations in the form of
working electronic spreadsheet models. Provide all supporting documentation and
assumptions.

Response

Attachment AG-3-5(a) CONFIDENTIAL recalculates the above-market value assuming
a 90 percent average annual capacity factor, as requested. As shown in the attached
model, the proposed transaction continues to provide savings at the 90 percent capacity
factor. Please see the following attachments for updated versions of Exhibits NSTAR-
CAM-GOL-2 through 8 and NSTAR-COM-GOL-2 through 8:

Attachment AG-3-5(b) [Exhibit NSTAR-CAM-GOL-2]

Attachment AG-3-5(c) CONFIDENTIAL [Exhibit NSTAR-CAM-GOL-3]
Attachment AG-3-5(d) CONFIDENTIAL [Exhibit NSTAR-CAM-GOL-4]
Attachment AG-3-5(¢) CONFIDENTIAL [Exhibit NSTAR-CAM-GOL-5]
Attachment AG-3-5(f) CONFIDENTIAL [Exhibit NSTAR-CAM-GOL-6]
Attachment AG-3-5(g) CONFIDENTIAL [Exhibit NSTAR-CAM-GOL-7]
Attachment AG-3-5(h) CONFIDENTIAL [Exhibit NSTAR-CAM-GOL-8]

Attachment AG-3-5(i) [Exhibit NSTAR-COM-GOL-2]
Attachment AG-3-5(j) CONFIDENTIAL [Exhibit NSTAR-COM-GOL-3]
Attachment AG-3-5(k) CONFIDENTIAL [Exhibit NSTAR-COM-GOL-4]
Attachment AG-3-5(I) CONFIDENTIAL [Exhibit NSTAR-COM-GOL-5]
Attachment AG-3-5(m) CONFIDENTIAL [Exhibit NSTAR-COM-GOL-6]
Attachment AG-3-5(n) CONFIDENTIAL [Exhibit NSTAR-COM-GOL-7]
Attachment AG-3-5(c) CONFIDENTIAL [Exhibit NSTAR-COM-GOL-8]

Please note that while the requested recalculation has been provided in this response,
neither CEA nor the Companies believe it is reasonable to assume that the facility will
operate at a 90 percent average annual capacity factor over the remaining term of the
contract. Please refer to the Companies’ response to Information Request AG-2-3
CONFIDENTIAL which provided analysis that showed savings when the plant ran at a
historical capacity factor of 80 percent to 86 percent. However, the Companies believe
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that the plant will have much lower capacity factors in the future due in whole or in part
to two main factors:

1)

2)

Over 10,000 MW of new more efficient combined cycle generation has been
added to the NEPOOL market in recent years. Much if this new generation has
heat rates of circa 7,000 BTUs per kWh. Pittsfield has a heat rate of
approximately 10,000 BTUs per kWh, which puts it as an enormous disadvantage
when competing with these new units. In addition, gas prices are high by
historical standards and are forecast to remain high putting further pressure on
inefficient gas fired plants resulting in lower capacity factors.

More recently, the Pittsfield unit has seen capacity factors in the range of
27 percent because of the bidding strategy currently being pursued by the plant
following the termination of the purchase power contract for the remaining
approximately 65 percent of the plant output not sold to the Companies. Pittsfield
maintains that since the majority of the plant is now merchant based (without firm
contracts) that its bidding strategy for the plant will be based on available natural
gas prices rather than the Companies’ contract energy price and that this conforms
to ISO-NE bidding practices. This issue is under dispute between the Companies
and Pittsfield. Please see the Companies’ response to Information Request
AG-1-1.

The Companies adopted a conservative position and used a 37 percent capacity factor
which shows significant customer savings under the terms of the Termination Agreement
and which would still show modest savings at historical capacity factor levels.

Please note that the information provided herewith is confidential, proprietary and
competitively sensitive and is being provided subject to a Non-Disclosure Agreement
between NSTAR Electric and the Attorney General and a forthcoming Motion for
Protective Treatment of responses to the Department’s and the Attorney General’s
Second Set of Discovery in this proceeding.
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